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Table 1: U.S. Support for the Afghan Army and Police, Fiscal Years 2002-2006

Dollars in millions

2005
2005  Suppiemental 2006

Fiscal year 20062 2003 2004 {(estimated) (estimated) {proposed) Total
Afghan army

State® $74.9 $191.4 $434.4 $421.4 $0 $0 $1,1221
Defense® 4.3 156.2 285.0 429.3 1,285.0 0 2,159.8
Subtotal 79.2 347.6 719.4 850.7 1,285.0 0 3,281.9
Afghan police

State® 26.6 0 160.0 65.0 360.0 58.5 670.1
Defense’ 0 0 47.0 7.8 137.3 0 192.1
Subtotal 25.6 0.0 207.0 72.8 497.3 58.5 862.2
Total $105.8 $347.8 $926.4 $923.5 1,782.3 $58.5 $4,144.1

Source: Departments of Defense and State.

“Most of State’s funds for the Afghan army ceme from its Foreign Mifitary Financing program. Foreign
Military Financing funds are administered by Defense through its Defense Security Cooperation
Agency, which provides funds, equipment, and services for the army through OMC-A. State also
supports the Afghan army through its Peace Keeping Operations program (from which the salaries for
Afghan troops are financed) and international Military Education and Training program.

*Defense funds for the Afghan army are drawn from three principal sources:

The Afghan Freedom Support Agt {PL., 107-327), as amendad, states that the President may exercise
his drawdown authorities {as authorized under section 506 (A) (2) of the Foreign Assistance Act of
1961) by supplying Afghanistan with defense services, articles, and education “acquired by contract or
otherwise.” Under this provision, OMC-A has haen given authority 1o spend U.8. Army operations and
maintenance funds to train and equip the Afghan army. During fiscal years 2062 through 2004,
approximately $287 million was drawn down via such contracts by Defense. In addition, under section
506 (A) (2} of the Foreign Assistance Act of 1861, as amanded, approximately $11 million in military
trucks and armored personne! vehicies were drawn down from Detense for the Afghan army. For more
details on such drawdowns, see Foreign Assistance: Reporting of Defense Articles and Services
FProvided through Drawdowns Needs to Be Improved, GAG-02-1027 (Washington, D.G.: Sept. 20,
2002).

The Emergency Supplemental Appropriation Agt for Defense and for the Reconstruction lrag and
Afghanistan, 2004, (PL. 108-108), and the Defense Appropriations Act for fiscal year 2005 (PL. 108-
287} authorize Defenss o use U.S. Army operations and maintenance funds for several purposes,
inciuding training and eguipping the new Adghan armed forces, Defense has provided a iotal of §440
miflion in such fands for the Alghan army.

The Emergency Suppiemental Appropriations Act for Defense, the Global War on Terror, and Teunami
Relief, for tha fiscal year ending September 30, 2005, and lor other purposes (PL. 109-13} authorizes
Defense to provide up to $1.285 billion in assistance o the Afghan army. Of this amount, $250 million
will be used 1o reimburse the U.8, Army for cosis incurred to train, equip. and provide related
assisiance to the Afghan amy,

“State has supportad the Afghan police through programs managed by its Bureau for International
Narcotics Control and Law Enforcement Affairs, Of the $180 million that State provided in 2004,
$50 mitlion was drawn from fiscal year 2003 Emergency Response Funds.

‘Defense has supporisd the Afghan police with counternarcatics funaing provided through s Gffice for
Special Operations and Low intensity Conflict, as authorized by the Emergency Supplemental
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Refrieve in:
June 25, 2004

Honorable Kent Conrad
Ranking Member
Committee on the Budget
United States Senate
Washington, DC 20510

Dear Senator:

At your request, the Congressional Budget Office {(CBO) has estimated the cost of the occupation of
Iraq and other operations associated with the global war on terrorism {GWOT) for fiscal year 2005.
CBO has also projected the potential 10-year costs of such operations under three scenarios that you
specified.

Assuming that the force level and pace of operations associated with the occupation of Irag and other
GWOT operations will remain at current levels throughout fiscal year 2005, CBO estimates that the
Department of Defense (DoD) will likely require $55 billion to $60 billion in new budget authority to
carry out those operations. If the disposition of forces or pace of operations were to differ from the
assumed levels, the cost of operations would, of course, change accordingly. The estimate includes
cnly the costs that DeD would incur above amounts budgeted for routine military operations, and
does not include the costs for reconstruction activities carried out by DoD or other U.S. government
agencies.

CBO's estimate of such costs is uncertain for a number of reasons. DaD has provided liftle detail on
actuai costs to date. Standard models and cost factors used by CBO in preparing its estimate, though
widely accepted, may not fully reflect the unique circumstances of each particular operation, and
those circumstances change over time. it is also difficult to estimate the costs that DoD will attribute
to those operations for support activities in the United States.

CBO's past estimates of the cost of occupying Irag and carrying out other GWOT operations have
generally been lower than the amounts requested and obligated by DoD for those activities. For fiscal
year 2004, DoD's obligations are likely to exceed CBO's estimate by more than 10 percent. If a
similar difference occurred in fiscal year 2005, costs in that year could be a bit more than $60 billion.
On the other hand, the reported obligation data for 2004 may include one-time costs for items such as
base construction and procurement activities that will not be required in 2005. if s, obligations in
excess of CBO's estimate would be iess likely.

CBO also estimated the cost of three scenarios for the occupation of frag and GWOT operations
using assumptions about the length of each operation and force levels specified in your request letfer.
Under the first scenario, the occupation force in Iraq would increase to 180,000 servicemembers for
the 2005-2006 period and then decline so that all U.S. forces would be removed from Irag by 2009, At
that point, the only troops deployed overseas in support of the GWOT would be those stationed in
and around Afghanistan. CBO estimates this scenario would require about $64 billion in budget
authority in 2005, declining to about $10 billion a year from 2009 through 2014. Budget authority
associated with this scenario would total about $256 billion over the 2005-2014 period.

Current force levels would be maintained in Iraq and other GWOT locations through 2006 under the
second scenario, After that, the force levels would gragually decline o a steady-state level of about
69,000 deployed personne! by fiscal year 2010. Budget authority required for scenario two would total
about $392 billion over the 2005-2014 period, CBC estimates.

Finally, the third scenaric assumes that troop levels in irag would steadily deciine beginning in 2008,
s0 that by 2010 about 15,000 personnel would be deployed overseas in support of the GWOT. CBO
estimates that total budget authority under that scenario would total about $179 billion over the 2005-
2014 period.
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The attachment to this letter provides additional detail about the cost estimates, including a
discussion of differences between CBO's estimates and cost figures reported by DoD. If you wish
further details on this analysis, we would be pleased to provide them. The staff contacts are Matthew
Schmit and David Newman of CBO's Budget Analysis Division, and Adam Talaber of CBO's National
Security Division.

Sincerely,

Dougias Hoitz-Eakin
Director

Attachment

cc. Honorable Don Nickies
Chairman

Honorable Ted Stevens
Chairman
Senate Committee on Appropriations

Honorabie Robert C. Byrd
Ranking Minority Member

Honorable John W. Warner
Chairman
Senate Committee on Armed Services

Honorable Carl Levin
Ranking Member

Honorabie Jim Nussle
Chairman
House Committee on the Budget

Honorable John M. Spratt Jr.
Ranking Member

Honorable C. W. Bill Young
Chairman
House Committee on Appropriations

Honorable David R. Obey
Ranking Member

Honorable Duncan Hunter
Chairman
House Committee on Armed Services

Honorable (ke Skellon
Ranking Member

Estimated Costs of Continuing
Operations in Iragq and Other Operations
of the Global War on Terrorism
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June 25, 2004

SUMMARY

At the request of Senator Conrad, the Congressional Budget Office (CBO) has estimated the costs of
military operations in lrag and Afghanistan and other operations associated with the global war on
terrorism (GWOT] for fiscal year 2005. CBO has also projected the potential 10-year costs of such
operations under three scenarios that the Senator specified.

Assuming that the force level and pace of operations associated with the occupation of lraq and other
GWOT operations will remain at current levels throughout fiscal year 2005, CBO estimates that the
Department of Defense (DeD) will likely require $55 billion to $60 billion in new budget authority to
carry out those operations. If the disposition of forces or pace of operations were to differ from the
assumed levels, the cost of operations would, of course, change accordingly. That estimate
encompasses the costs Operation lragi Freedom, Operation Noble Eagle, and Operation Enduring
Freedom.™ |t includes only the costs that DoD would incur above amounts budgeted for routine
military operations, and does not include the costs for reconstruction activities carried out by DobD or
other U.S. government agencies.

CBO's estimate of such costs is uncertain for a number of reasons. Do has provided little detail on
actual costs to date. Standard models and cost factors used by CBO in preparing its estimate, though
widely accepted, may not fuily reflect the unique circumstances of each pariicular operation, and
those circumstances change over time. It is also difficult to estimate the costs that DaD will attribute
{o those operations for support activities in the United States.

CBO's past estimates of the cost of occupying Irag and carrying out other GWOT operations have
generally been lower than the amounts requested and obligated by DoD for those activities. For fiscal
year 2004, DoD's obligations are likely to exceed CBO's estimate by more than 10 percent. if a
similar difference occurred in fiscal year 2005, costs in that year could be a bit more than $60 billion,
On the other hand, the reported obtigation data for 2004 may include one-time costs for items such as
base construction and procurement activities that will not be required in 2005. If so, obligations in
excess of CBO's estimate would be less likely.

CBO also estimated the cost of three scenarios for the accupation of Iraq and GWOT operations
using assumptions about the length of each operation and force levels specified in the request letter
from Senator Conrad. Under the first scenario, the occupation force in Irag would increase to 190,000
servicemembers for the 2005-2006 pericd and then deciine so that all U.S. forces would be removed
from Iraq by 2009. At that point, the only troops deployed overseas in suppert of the GWOT would be
those stationed in and around Afghanistan. CBO estimates this scenario would require about 364
billion in budget authority in 2005, declining to about $10 billicn a year from 2009 through 2014.
Budget authority associated with this scenaric would total about $266 billion over the 2005-2014
period.

Current force levels would be maintained in Irag and other GWOT locations through 2006 under the
second scenario. After that, the force levels would gradually decline to a steady-state level of about
69,000 deployed personnel by fiscal year 2010. Budget authority required for scenario two wouid total
about $392 billion over the 2005-2014 period, CBO estimates.

Finally, the third scenario assumes that trocp levels in irag would steadily decline beginning in 2005,
s0 that by 2610 about 15,000 personnel would be depioyed overseas in support of the GWOT. CBO
estimates that budget authority under that scenario would total about $179 billion over the 2005-20G14
period.

Obligations Through March 2004 For Operation Iraqi Freedom and

the Global War on Terrorism

Through March 2004, the Department of Defense had obligated $114 billion for Operation Iraqi
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Freedom and the other GWOT operations in the two and one-half years since September 11, 2001
{see Table 1). Data on obligations come from cost reports prepared by the Defense Finance and
Accounting Service (DFAS). The reports present the obligations broken down by major operation
(Iragi Freedom, Enduring Freedom, Noble Eagle) and service (Army, Navy, Air Force, Marines, and
Defense Agencies). Obligations for Operation Iragi Freedom constitute the targest fraction of the
obiigations to date—-$71 billion. After comparing the obligations presented in these reports with
funding provided by the Congress to date, CBO estimates that of the funding provided to DoD in
supplemental appropriations for 2004, approximately $28 billion remains unobligated as of March
2004.%) Agsuming those remaining funds are obligated during this fiscal year, obligations for these

operations will total $64 billion in fiscal year 2004 and almost $142 billion cumulatively since
September 11, 2001.

TABLE 1.

OBLIGATIONS BY THE DEPARTMENT OF DEFENSE FOR OPERATIONS IN
IRAQ AND THE GLOBAL WAR ON TERRORISM (In billions of dollars, by fiscal

year)
Total
Through
2004 Remainder End
{Through of 2004 of 2004
2002 2003 March)® {Estimated) (Estimated)?
Iragi Freedom® n.a. 42.4 28.9 224 237
Noble Eagle® 57 6.3 2.3 1.7 16.0
Enduring Freedom® 11.0 12.3 4.8 3.7 s

Total 16.6 81.0 36.0 27.8 1415

SOURCE: Congressional Budget Office based on data from the Department of Defense.

NCTES: Numbers may not add 1o totals because of rounding.

Does not include obligations for classified activities or reconstruction.

n.a. = not applicable.

a. Due to a two-month lag in processing the data, March is the last month for which data is available from DoD. Of the
amounts obligated in fiscal year 2004, ateut $32 billion is from 2004 appropriations, with the remainder coming frem funds

appropriated for 2003. mainly to cover the cost of procurement and other force “reconstitution” activities necessitated by
operations in that year.

b. Based on amounis appropriated for 2004, CBO estimales DoD had approximately 328 billion available for obligation at the
end March, not inciuding funds appropriated for classified activities. For purposes of this analysis, CBO assumes the
remaining 328 billion will be obligated before the end of fiscal year 2004.

¢. Operation {raqi Freedom refers to military operations in and around irag.

d. Operation Noble Eagle refers to domestic hometand security missions such as combat air patrols over major metropoiitan
areas, undertaken by DoD in response to the events of September 11, 2001

&. Operation Enduring Freedem includes mifitary operations in and arpund Afghanistan and other overseas counterterroriem
activities.

The figures discussed above and presented in Table 1 exclude obligations for certain classified
activities, which are not inciuded in the DFAS reports, and obligations of funds for reconstruction
activities administered by cther executive branch agencies. Based on language in appropriations acts
for 2002, 2003, and 2004 and information contained in briefings from DoD, CBO estimates that the
Congress has appropriated at least $10 billion for classified activities since September 11, 2001, but
CBO does not know how much has been obligated for those purposes. Amounis appropriated for
reconstruction activities in Irag and Afghanistan have so far totaled about $24 biliion.
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Estimate for Fiscal Year 2005

Assuming that the force levels and pace of operations associated with the occupation of frag and
other GWOT operations will remain at current levels throughout fiscal year 2005, CBO estimates that
Dol wiil likely require $55 billion to $80 billion in budget authority for that year to continue the
occupation of lraq and other GWOT operations during that year. The detailed components of that
estimate are shown in Table 2; they sum to about $56 billion. CBO's estimate represents the
incremental amount that DoD would incur above the budgeted cost of routine operations. For
instance, the estimate excludes items such as basic pay for active-duty military personnel but
includes the monthly pay of reservists recalied to fuli-time duty. The exception is basic pay for active-
duty personnel in excess of the current authorized endstrength level, which is included because those
personnel are being retained in the military as a direct result of overseas operations and DoD has
been compensating them mostly with supplemental appropriations.

TABLE 2.

ESTIMATED COST OF OCCUPATION OF IRAQ AND GLOBAL WAR ON
TERRORISM FOR FISCAL YEAR 2005 ASSUMING CURRENT LEVELS OF
ACTIVITY AND FORCE LEVELS (In billions of dollars)

Noble Enduring Iragi
Eagle® FreedomP Freedom® Undistributed¥ Total
Personnel® 2.8 0.8 8.3 5.1 17.0
Personnel Support’ 0.6 c3 2.0 23 52
Operations Support? 0.4 26 21.2 0.2 24.4
Transportation” 0 0.9 3.6 0 45
Classified and _
Coalition Support’ 0 i i 5.0 5.0
Total 3.8 4.5 361 2.7 56.1

SOURCE: Congressional Budget Office.
NOTE: Totals may not add to totais because of rounding.

&. Noble Eagle refers to domestic homeland security missione, such as combat zir patrels over major metropslitan areas,
undertaken by DoD in response to the events of September 11, 2001.

b. Operation Enduring Freedom includes military operations in and around Afghanistan and other overseas counterterrorism
activities.

c. Operation iragi Freedom refers to mifitary operations in and around Irag.

d. Includes the cost of mabilized reservisis supporting the various operations from the continental United States as well as the
cost of maintaining the number of active-duty troops above current autharized levels.

2. "Personnel” inciudes pay for reserve personnel called o active duty as weli as special payments, such as hazardous dishy
pay. for both reserve and aclive-duty personnal, The category also covers the cost of subsistence items, such 2% food and
water. CBO's estimate also includes basic pay for those active-guty personnel above current authorized endstrength levsls.

f. "Personnel support” includes clothing and personal ftems as well as medical support. For purposes of this estimate, it also
includes some oparations and maintenance costs associated with maintaining active-duty troop ievels above the authorizad
engsirength.

g. This category includes all incremental costs related to the operation and maintenance of air, land, and sea forces involved
in cverseas contingency operations. ¥ includes costs such as fuat consumplion and repair parts. Oparations suppor also
includes the costs of equipping and maintaining ground troops and equipment, as weli as the costs associated with command,
control, communications, and intelligence. In addition, the categoty covers force reconstitution, which includes the
replacement of munitions stocks and repair of replacement of damaged equipment, and the incremenial cost of increased
depot maintenanse for tems such as alrcraft, tanks, and ships.

h. "Transportation” inciudes the cost of moving personnel ang equipment 1o the theater of operations from the continental
United States and from bases around the globe.

i. CBO does not have enough information to make an independent estimate of the cost of coalition suppor or classified
activities, or to allocate such costs between Operations Enduring Freedom and Iragi Freedom. The number displayed for
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these activities is based on amounts requested and appropriated for those purposes over the past several years and is shown
in the "undisiributed” category.

Of the estimated amount, at least $35 biflion will be required for fragi Freedom, and about $4 billion
and 35 billion will be required for Operation Noble Eagle and Operation Enduring Freedom,
respectively. CBO also estimates costs of about $13 billion for a category labeled “undistributed.”
This category includes the costs for mobilized reservists stationed in the United States who are
tasked with supporting Operation traqi Freedom and Operation Enduring Freedom and the cost to
maintain active-duty forces above authorized endstrength levels. CBO includes those costs in an
“undistributed” category because it lacks the information needed to allocate the personnel and costs
to each operation. Within the "undistributed” category, CBO also inciudes $5 billion for certain
classified activities and coalition support.®! That estimate is based on amounts appropriated for those
purposes in previous years. 4

Allocating costs among the various military services is difficult because all of them provide some form
of support for all aspects of Operation iraqi Freedom and the other GWOT operations. CBO expects
that about three-quarters of the budget authority required for 2605 will be needed to sustain ground
operations (primarily the Army and Marine Corps), and the remainder will be needed for air and sea
operations, classified activities, and coalition support.

Estimating Force Levels

CBO's assumption that the force level and pace of operations associated with the occupation of lrag
and the GWOT will remain at current levels through 2005 is consistent with DoD's recently
announced plans for those operations. If the size of the forces deployed overseas were to change,
the cost of operations could be significantly different from the estimates presenied here.

DoD published a rotation plan in the fall of 2003 that envisioned the majority of U.S. forces in Irag
being replaced by a smaller number of forces between January and April 2604, However, in April, the
U.S. Central Command requested permission to extend the tours of some units that had been
scheduled to leave irag, and DoD is now preparing to deploy additional units to Iraq (to replace the
units whose tours were extended). The effect of these decisions has been {o reverse the planned
reduction and maintain the January 2004 force level for the indefinite future.

To date, DoD has not provided CBO with detailed informaticn about the size of the force supporting
the occupation of lrag and the GWOT. However, based on information from various sources, CBO
estimates that U.S. forces deployed overseas for these operations will average about 129,000 active-
duty personnel and about 51,000 reserve-component personnel in 2005. About 127,000 reserve-
component personnel will be mobilized in support of these operations (including the reservists who
will be deployed).® In addition, CBO estimates the active components of the services will be about
38,000 personnel above their currently authorized endstrength levels in 2005,

To estimate the size of the forces that are likely to be invoived in Operation Iragi Freedom and other
operations, CBO tracks the major combat units (divisions and brigades) that are deployed or
scheduled for deployment in DoD's rotation plans. However, the personnel in these major units
represent only a portion of the troops that will be involved in military operations, reguiring CBG to
eslimate other relevant categories of personnel. These other categories include troops deployed to
the theater to support the combat divisions and brigades, reserve-component personnel training in
preparation for deployment, and reserve personnei mobilized to fill in for deployed active-component
units,

Published accounts of the number of personnel involved in Operation iragi Freedom often include
only the number of military personnel in Iraq itself. However, large numbers of support personnel are
associated with this operation, including those at Army logistics and maintenance facilities in Kuwait
and those at Air Force bases threughout the Persian Guif. Consequently, CBO's estimates of the
number of personne! depioyed to Operation iraqi Freedom are generally larger than many published
reports of the size of the force in Iraq. For example, DoD has recently decided to maintain (rather
than reduce} the current force levels in Iraq through the second (and possibly third) rotation.® CBO
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estimates that this plan will invoive maintaining a deployed force of over 160,000 perscnnel in the
Persian Gulf region, although only 135,000 of those personnel will actually be in Iraq.(

Not all of the mobilized reserve-component personnel will be deployed overseas. Some will be
engaged in Operation Noble Eagle, and wilt remain within the United States. Others wili rermain in the
United States in support of Operations Enduring Freedom and Iragi Freedom. Also, most mobilized
reserve units will spend some period of time training before they deploy. Thus, the number of reserve-
component personnel deployed overseas in support of Operation Enduring Freedom and Operation
iraqi Freedom will always be smalier than the total number of mobilized reserve-component
personnel.

Estimating Methodology

CBO estimated costs in five categories: personnel, personnel support, operations support,
transportation, and classified activities/coalition support. The costs of personnel, which account for 30
percent of the estimated cost, include the pay for reserve personnel called to active duty, as well as
special payments, such as hazardous-duty pay. for both reserve and active-duty personnel. They also
include costs associated with providing food and water. In addition, the personnel category includes
the cost for basic pay associated with keeping the level of active-duty forces above authorized
endstrength levels. Personnel support, estimated to totat about $5 billion, includes the costs of
clothing, medical care, and other similar items. 1t also includes support costs associated with
maintaining active duty forces above authorized endstrength levels.

Operations support, at 44 percent, is the largest component of the estimate. It includes the
incremental costs related to the operation and maintenance of air, land, and sea forces involved in
these operations. It also includes the cost of contracts with companies like Kefiogg, Brown, and Root
for logistics support, base support, and other services, as well as the cost to buy replacement
equipment for units returning from these overseas operations. The fourth category--transportation--
inctudes the cost of moving personnel and equipment between the United States and the various
theaters of operation as well as moves within each theater. CBO estimates transportation costs will
total about $5 billion for fiscal year 2005, Finally, as noted above, CBO included 35 billion for
classified activities and coalition support.

CBO used data from a variety of sources to prepare its estimate. Estimates for personnel and
personnel support are based primarily on cost factors developed by the Institute for Defense
Analyses. CBO adjusted those factors to account for pay raises, changes in special payments, and
inflation. Estimates for the operation of equipment, command and control, and some support services
are based largely on data from operations and support cost models developed by the Army, adjusted
for the pace of operations and the impact of the desert climate. CBO estimated most of the costs for
facilities and logistics support using obligations and planning data (April 2004) from DoD for refevant
logistics support contracts. Estimates for equipment procurement are based on CBO's analysis of
procurement spending asscciated with previous overseas cperations. Finally, the estimates for
transportation costs are based on data provided by the United States Transportation Command.

Except for a few instances, CBO did not use the data reported by DFAS on 2004 obligations in
preparing the estimate of 2005 costs. Obligations for Operation lraqi Freedom and the other GWOT
oOperations vary widely from month to month, making it difficult to discern trends. Those data provide
no information about the pace of operations or the force levels underpinning those costs, nor do they
segregate one-time costs from recurring or day-to-day costs. Some obligations are recorded months
after the actual activity occurred because of the time needed to establish proper billing and
reimbursement, Without more detailed information, it is difficult, if not impassible, to use the reported
obligations to estimate future costs. For example, the cost data reported for 2004 show significant
obligations for equipment procurement and base support. CBO believes that many of those activities
are cne-fime in nature and will not require additional resources in 2005,

Comparison to Previous CBO Estimates and Other Data

On October 28, 2003, CBO transmitted a letter to the Honorable John M. Spratt Jr. in which it
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estimated that maintaining an occupation force of 106,000 military personnel in Iraq would cost about
$23 biltion in 2005.® The cost estimates presented in this analysis are substantially higher than that
October estimate for several reasons. First, the estimate done for Congressman Spratt included only
costs associated with Operation iragi Freedom, whereas the estimate in this report also includes the
costs of Operations Enduring Freedom and Nobie Eagle. Second, it now appears the size of the
occupation force in fraq in 2005 will be more than 50 percent larger than the 106,000 hypothesized
last October. Finally, CBO has refined or reevaluated some of the methodologies used to estimate
the costs of these operations.

Even with the recent refinements in estimating methodologies, those methods produce estimates for
fiscal year 2004 that are lower than DoD's reported obligations for Operations lragi Freedom,
Enduring Freedom, and Noble Eagle. It appears that, in 2004, DoD will obligate almost ali of the $65
billion appropriated for those three operations. By comparison, CBO's methodoiogies and
assumptions produce a point estimate of about $57 billion, 12 percent below the expected obligations
from 2004 appropriations. It is therefore possible that DoD's obligations in fiscal year 2005 for those
three operations couid exceed CBO's point estimate of $56 billion by several billion dollars. On the
other hand, the 2004 obligations may include one-time costs for base construction and procurement
that would not be required in 2005, making obfigations in excess of CBO's poin estimate less likely.

With only limited information from DoD, CBO has not been able to identify the specific reasons for
that difference, They appear to be concentrated in two areas:

» With regard to the individual services, CBO's estimate of the costs for naval operations is
noticeably fower than the obligations reparted by DFAS. According to those reports, the Navy
obligated about $1.¢ billion from 2004 appropriations for Operations Iragi Freedom, Enduring
Freedom, and Noble Eagie through March 2004. In contrast, CBO’s estimate for that period is
less than $500 million, reflecting the fact that Operations Iraqi Freedom and Enduring Freedomn
are primarily ground aperations and that most of the Navy's deployments to the region wouid
occur under its budgeted peacetime activities. Obligations for the Navy probably inciude about
$600 million in transportation and logistics costs related to the deployment of Marine Corps
forces that CBO includes elsewhere--in its estimate for ground operations. That amount would
not explain all of the difference, however.

o With regard to the different types of spending, the iargest difference occurs in the cperations
support category. CBO estimates that such costs will total about $25 billion for fiscal year
2004, but it appears that Dol will obligate more than $30 billion for operations support
(including procurement). Much of CBO's estimate for this category of spending is based on
cost models developed by the Army, adjusted by CBO to reflect these particular operations
and the conditions under which they are conducted, but the results of those models have been
falling short of the actual obligations that DoD has attributed to the three operations. )
Although differences occur for most elements of cost within operations support, the largest
difference appears to be in the category that DoD calls “other services and miscellaneous
contracts." Through March 2004, obligations for this category totaled over $3 biflion, while
CBO's estimate for 2004 totals less than $500 million. The reported obligations for this
category may include costs that CBO includes under other categories, such as “facilities and
base support” and "transportation,” but CBO cannot be certain without more information from
the department,

Some observers have indicated that the tenuous security situation in Irag has lad o an unexpected
increase in the pace of operations (also known as cperational tempo}, and that this has led to
increased costs for such things as spare parts, fuel, and ammunition. However, most costs for
overseas operations such as lraqi Freedom are associated with personnel compensation and base
support, which are not usually correlated with the pace of operations. According to DoD reports (and
in CBO's estimate), the costs associated with operational tempo comprise onty about 10 percent of
the tolai obligations to date for Operation iragi Freedom and the other operations associated with the
GWOT.

Estimates of Occupation Scenarios
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CBO has estimated the 10-year cost of three scenarios for the occupation of Irag and GWOT
operations using assumptions about the length of each operation and force levels specified by
Senator Conrad. Those scenarios involve future costs for Operation Iraqi Freedom as low as $52
billion and as high as $233 bilion over the next 10 years {exciuding some cosis that cannot be
allocated to specific operations). Other costs—for Noble Eagle, Enduring Freedom, classified
activities, coalition support, and activities that cannot be allocated to specific operations--would add
another $130 billion to $160 billion over the 2005-2014 period.

Assumptions about air operations, force rotations, and the number of reservists mobilized are based
on the most recent data provided by DoD, as well as an analysis of past contingency operations. The
cost estimates were done using the methodologies that CBO applied in developing its estimate for
2005. They include costs for classified activities and coalition support based on prior-year
appropriations but do not include costs associated with reconstruction activities.

The costs for each of the three scenarios vary based on the assumptions made about the length and
force levels associated with Operation Iragi Freedom. All scenarios assume operations in Afghanistan
will remain at current levels throughout the 2005-2014 period and that activities associated with
Operation Noble Eagle wili decrease to half the current level by 2009,

Scenario One. Under this scenario, the occupation force in and around Iraq would increase from the
current level of 160,000 personnel to about 190,000 in fiscal years 2005 and 2006, and then decline
steadily so that all forces wouid be out of the Iraq theater of operations by the beginning of fisca! year
2009. This scenario assumes that a total of 212,000 military personnel would be deployed overseas
in 2005, with an additional 84,000 reservists supporting operations from the United States. Once all
forces left Iraq, about 15,000 personnel would be deployed overseas in support of the GWOT, with an
additional 18,000 reservists mobilized in support. CBO estimates that this option would require about
$64 billion in budget authority in 2005, declining to just over $9 billion by 2010, after which the annual
costs would increase with inflation. Budget authority associated with the occupation of Irag and the
GWOT under this scenaric would total about $266 billion over the 2005-2014 period. (See Table 3 for
year-by-year personnei levels and Table 4 for the estimated costs for each scenario.)

TABLE 3.

PERSONNEL ASSUMPTIONS USED IN ESTIMATING FUTURE COSTS OF THE
OCCUPATION OF IRAQ AND THE GLOBAL WAR ON TERRORISM (In
thousands, by fiscal year)

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Scenario One

Deployed Active Duty 146 147 116 41 128 12 12 12 12 12
Deployed Reserves &6 67 43 12 3 3 3 3 3 3
Cther Mobilized

Reserves® 84 100 78 35 18 18 18 18 18 18
Active Over Endstrength 38 34 30 20 10 & 0 0 g o

Scenario Two

Depioyed Active Duty 129 128 108 GE a7 48 48 48 48 48
Deploved Reserves 51 51 43 39 28 21 21 21 a1 21
Other Mobitized Reserves 76 86 72 64 47 38 38 38 38 38
Active Over Endstrength 38 34 3¢ 20 10 Q 0 G 0 0

http://www cbo.gov/showdoc.cifm?index=55 87&sequence=0 6/14/2006
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Scenario Three

Deployed Active Duty 74 61 40 27 12 12 12 12 12
Deployed Reserves 28 25 17 10 3 3 3 3 3
Other Mobilized Reserves 55 54 40 30 18 18 18 18 18
Active Over Endstrength 38 34 30 20 10 0 0 G G

SOURCE: Congressional Budget Office based on scenarios specified by Senator Cenrad.

12
3
18

&. in scenarios one and three, all troops would be out of the irag theater of operations by 2008, However, troops would stili be

mobilized and deployed in support of operations Noble Eagle {domestic homeland security) and Enduring Freedom
(Afghanistan).

b. Gther mobilized reserves include those performing duties in the United States as weil as those in training for future
deployment overseas.

TABLE 4,

COST ESTIMATES FOR THREE POTENTIAL SCENARIOS FOR THE
OCCUPATION OF IRAQ AND THE GLOBAL WAR ON TERRORISM FOR
FISCAL YEARS 2005 THROUGH 2014 (In billions of dollars)

2005 2006 2007 2008 2008 2010 2011 2012 2013 2014

Scenario One

lragi Freedom? 42 44 35 10 0 0 0 0 C 0
Noble Eagle® 4 3 3 3 2 2 2 2 2 3
Enduring Freedom® 5 4 4 4 4 4 4 5 5
Undistributed® 8 8 7 3 1 . . - * *
Classified and
Coalition Support® 5 5 5 5 3 3 3 3 3 3
Total 64 65 54 25 10 9 9 10 10 10
Scenario Two
Iragi Freedom 35 36 31 29 21 15 16 16 17 17
Noble Eagle 4 3 3 3 2 2 2 2 2 3
Enduring Freedom 5 4 4 4
Undistributed 8 7 & 3 2 i 2 2
Classified and
Coalition Support 5 5 5 5 5 5 5 5 5 5
Total 56 57 50 46 38 28 28 30 30 3
Scenario Three
iragi Freedom 14 16 11 & 0 0 4] o G 0
Noble Eagle 4 3 3 3 2 2 2 2 2 3
Enduring Freedom 5 & 4 4 4 4 4 4 ] &
Undistributed 6 5 4 3 1 * * * * *

Classifisd and

http://www.cbo.gov/showdoc.cfm?index=5587&sequence=-0

2005-
2014

131
27
43
30

35
266

233
27
43
39

50
392

52

¥

43
22
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a2
(]

Coalition Support 5 5 5 5 3 3 3 3 35
Totat 38 35 27 21 10 9 g 10 10 10 178

SQURCE: Congressicnal Budget Oice based on scenarios specified by Senaior Conrad,
NOTES: Numbers may not add to totals because of rounding.

* = {ess than $500 million.

a. Operation Iragi Freedom refers to military operations in and around frag.

b. Operation Noble Eagle refers to domestic hemeland security missions such as combat air patrols over major metropofitan
areas, undertaken by DoD in response to the event of Septembaer 11, 2001,

. Operation Enduring Freedom inciudes military operations in and around Afghanistan and other overseas countererronsm
achivities.

d. Includes mobilized reservists supporting the various cperations from the continentat United States as well as the cost of
maintaining the number of active-duty troops above current authorized levels.

e. CBO does not have enough information to do an independent estimate of coalition support or classified activities. The
number dispiayed here is based on amounis requested and appropriated for those purposes aver the past several years.

The size of the force in and around irag described in this scenario would be weli above the number of
personnel that CBO's previous analysis indicates would be sustainable over the long term.('% Under
this scenario, all of the Marine Corps’ and the Army's major active component combat units would be
fully committed and would be deployed overseas more than six months out of every year. All of the
Army National Guard's Enhanced Separate Brigades would likely be mobilized and deployed as well.
Since units require some time after returning from a deployment to recover (to allow personnel to take
leave, perform maintenance on equipment, and to retrain and requalify in skills they may not have
used while deployed}, this scenario would leave the United States with only a minimal number of
available combat units to respond quickly fo unforeseen contingencies over the 2005-2006 period.

Scenario Two. Under this scenario, the size of the force in the Irag theater of operations would
remain at current levets (which CBO estimates at about 160,000 personnel) through fiscal years 2005
and 2006 and then decline to a steady-state level of about 54,000 personnel by 2010, which would
then remain in and around Irag indefinitely. This scenario assumes that a total of 180,000 military
personnel wouid be depioyed overseas in 2005, with an additional 76,000 reservists supporting
opnerations from the United States. After the drawdown of forces in Irag, about 69,000 personnel
would be deployed overseas in support of the GWQOT, with an additional 38,000 reservists in support.
CBO estimates this option would require about $56 billion in budget authority in 2005, declining to
about $28 billion by 2010, after which the costs would increase with inflation. Budget authority
associated with the occupation of Irag and the GWOT under this scenaric would total about $392
billion over the 2005-2014 period.

Maintaining the current size of the force in the Iraqgi theater for two more years, as assumed in this
scenario, would require personnel levels that could not be sustained without raising concerns about
adverse effects on U.S. forces (such as personnel retention and the ability to conduct training). Under
this scenario, the force levels in Irag would begin to decline after two years to a level that could be
sustained using only active component Army combat forces. (Army National Guard and Marine Corps
forces would no longer be required for combat or peacekeeping operations in raq, aithough Naticnat
Guard units would still be needed for support activities.)

Scenario Three. Under this scenario, the occupation force in Irag would decrease to about 84,000
personnei i fiscal year 2005 and continue to decrease so that ail forces would be out of the Irag
theater of operations by the beginning of fiscal year 2009, This scenario assumes that a total of
102,600 military personnel would be deployed cverseas in 2008, with an additional 55,000 reservisis
supporting operations from the United States. Once all forces left lrag, about 15,000 personnel would
be deploved overseas in support of the GWOT, with an additional 18,000 reservists in support. CBO
estimates this option would require about $38 billion in budget authority in 2005, declining to just over
$9 biflion by 2010, after which the costs would increase with inflation. Budget authority associated
with the occupation of frag and the GWOT under this scenario would total about $178 billion over the
2005-2014 period.

http://www.cbo.gov/showdoc.ctm?index=5587&sequence=0 6/14/2006
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1. Operation Noble Eagle refers to domestic homeland security missions, such as combat air patrols over
major melropolitan areas, undertaken by DoD in response to the events of September 11, 2001. Operation
Enduring Freedom includes military operations in and around Afghanistan and other overseas
counterterrorism activities (including activities in the Philippines and Yemen).

2. Public Law 108-406, Making Emergency Supplemental Appropriations for Defense and for the
Reconstruction of Iraq and Afghanistan for the Fiscal Year Ending September 30, 2004, and for Other
Purposes,

3. Coalition support refers to logistics activities performed by the U.S. military in support of multinational
forces serving in Iraq and Afghanistan, as welt as reimbursements to key cooperating nations and coaiition
pariners for the use of airstrips and other assistance.

4. CBO excluded costs associated with classified activities in its previous published estimates of the cost of
continuing operations in raq and Afghanistan because CBO did not have enough information to assess
these costs. The $5 billion for classified activities and coalition support in this projection is a rough estimate
of reguirements based on amounts appropriated for those purposes in 2003 and 2004. Although CBO stili
lacks data to perform an independent assessment of those costs, it has included the $5 billion to make the
estimate for 2005 more comparable to a future request for supplemental appropriations.

5. Recent data from DoD puts the current number of mobilized reservists at about 160,000, CBO estimates
that about 35,000 reserve-companent personnel are routinely mobilized during peacetime and that those
personnel should not be included in the incrementat costs of the occupation of Irag and the GWOT. The
35.00C peacetime mobiiization figure should drop down to abaut 30,000 once U.S. commitments in Bosnia
have ended.

6. Forits estimates, CBO assumed all Army and Marine Corps forces depioyed overseas in support of
operations iragi Freedom and Enduring Freedom will be replaced by fresh troops once a year and Air
Force units will be replaced every three months.

7. In addition, about 20,000 personnel will be deployed for Operation Enduring Freedom, bringing the total
number of personne! deployed overseas to about 180,000.

8. Congressional Budget Office, Letfer to the Honorable John M. Sprait Jr. Regarding the Estimated
Costs for the Occupation of Irag (October 28, 2003).

8. With regard to the specific operations, Dol is attributing substantially more costs to Operation Enduring
Freedom than CBO estimates. This discrepancy may result primarily from CBO's allocation of certain costs
to the "undistributed” category-inciuding the cost of support personnel in the United States and the cost of
maintaining active forces above authorized endstrength leveis. information from DoD indicates that the
department is atributing the costs associated with as many as 35,000 of these support personnel to
Cperation Enduring Freedom, CBO also believes that, at one point, the services were allocating alf costs
for over-endstrength personng! to that operation. These allocation differences, however, would not account
for the differing estimates of total costs,

10. CBO addressed the issug of how the occupation could strain U.S. military forces in An Analysis of the
U.S. Military's Ability to Sustain an Occupation of Irag, September 2003.

htp://www.cbo.gov/showdoc.ctm?index=3587& sequence=0 6/14/2006
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ADVANCING THE PRESIDENT’S
INATIONAL STRATEGY FOR VICTORY IN IRAQ:

FUNDING IRAQ’S TRANSITION TO SELF-RELIANCE IN 2006 AND 2007

S uccess in lraq requires progress on all three
tracks — political, security; and economic —
of the President’s National Strategy for Victory in
Iraq. The three tracks are fundamental o our
counter-insurgency, counterterrorism campaign
and our effort to help Iragis build a democraric,
stable and prosperous country that is a partner in
the war against terrorism. The Departments of
State, Defense, Justice, Homeland Security,
Treasury, and USAID coordinate closely to carry
out their respective roles in each track.

As the strategy stares, “progress along one of
the political, security and economic tracks
reinforces progress along the other tracks.”

® The first fundamental operating principle is
that transition to Iraqi responsibility cannor be
sustained without integrated progress on all
three tracks. For instance, the ability of Iraqi
Security Forces to maintain stability and
security in an area relates not only to their
capabilities, but also to the capabilities of the
local and provincial governments, as well as the
economic climate and the willingniess of local
leaders to engage in politics and not violence.
Because success in the political, security, and

Two FUNDAMENTAL PRINCIPLES

economic realms are intertwined, foreign
assistance funding must be seen as an
important tool in our overall effort to defeat
the terrorists and neutralize the insurgency.
Funding just one element of our strategy will
produce lopsided effects in what must
ultimately be an integrated effort for Iragis to
succeed, and for us to complete our mission
in Iraq.

B A second principle is that 2006 will be a
critically important year: it is the year of
transition to greater [ragi selforeliance. which
requires helping Iragis sustain their
infrastructure, and build grearer Iragi civilian
capacity at the national, provincial and
municipal levels for better, more responsive
and more transparent governance.

Accordingly, the State Department’s portion of
the Administration’s request for iraq constitutes
$3.252B in the FY 2006 Supplemental ($1.610B
for foreign assistance and $1.642B for State and
AID operating expenses), and $77IM in the FY
2007 foreign assistance budget for Iraq for a roral
of $4.0238.



TRANSITION FROM THE IRAQ RELIEF AND

RECONSTRUCTION FUND 1 AND 2

ongress provided $20.9B in Iraq Relief and

Reconstruction Fund (IRRF} 1 and 2 funds
in 2003 and 2004, as documented in the
Department of State’s report: U.S. Achievernents
Through the Irag Relief and Reconstruction Fund,
February 2006 (http://www.state.gov/documents/
organization/60952.pdf). While our overarching
policy goals in Iraq have remained constant, we
strategically re-allocated funds with the approval of
Congress, and refined our programs in order to
respond to evolving events on the ground, lessons
learned, and emerging Iraqi priorities,
Furthermore, this flexible approach will enable the
Administration and Congress to carefully examine
the 2006-2007 foreign assistance requirements
supporting Iraq’s transition to self-reliance.

Almost all of the large infrastructure projects

funded under IRRF 2 will be completed within
the new Iraqi government’s first year and many
by the end of summer 2006, IRRF 2 will be
fully obligated by the close of FY 2006, and will
not be available to fund the crirical requirements
in the FY 2006 Supplemental and FY 2007
request. Of the $18.4B IRRE we have obligared
$15.810B and disbursed $10.875B as of Bebruary
22, 2006. We have an FY 2006 obligation plan
for the remaining $2.629B that is managed daily,
and updated monthly, which indicates we could

o 53X 20D
$2.88 IRRF 1

have less than $1.5B to obligate by April 2006.
Approximately 60% is for water and electricity
projects, vital for the government to retain
civilian support for the counter-insurgency effort;
and approximately 40% is for oil, security, justice
and other programs,

These remaining IRRF funds serve as the
principal ool the United States has o improve the
Iraqi civilian authorities’ ability t form and run
the government, sustain political supporr for the
counterinsurgency effort, and bolster Iragi self-
reliance, thereby showing America’s commirment
to the new government and the people of Iraq.

iRRE FY 2006 Supplemental and FY 2007
budget request can be seen as phases in U.S.
foreign assistance for Iraq, which is strategically
calibrated to the changing needs in Irag. The
IRRF was used to kick-start reconstruction. The
FY 2006 Supplemental and the FY 2007 budget
request will suppore the counterinsurgency (COIN)
campaign and develop the capacity to sustain Irags
self-reliance. 'To start, we re-positioned $288M of
the IRRF to programs and activities that in 2006
support the COIN campaign and the transition
to Iraqi self-reliance through the Security,
Economic, and Political Tracks.! We need follow-
on FY 2006 Supplemental and FY 2007 funding
for these programs and activities to be successful.

STTIM FYO7
Budget



$2.381B IN FY 2006 SUPPLEMENTAL
AND FY 2007 FOREIGN ASSISTANCE REQUESTS

In addition to conventional foreign assistance
and post conflict programs funded under the
IRRE critical activities thar support the counter-
insurgency efforts and transition to Iraq’s self-
reliance will need funding through 2006 and
2007, This foreign assistance funding
complements the funds DoD is seeking in its FY
2006 Supplemental > With the exception of
prison construction, no other request is being
made for large construction projects.

|
|

W The $1.610B FY 2006 Supplemental funds
emergency programs Support the COIN
Campaign. Spending these monies is timed to
begin in June, as IRRF funding becomes
exhausted, and may carry us through the firse
stx months of FY 2007,

® The FY 2007 budger of $771M funds other
high-priority foreign assistance programs to
sustain the transition to Iraqi self-reliance for
the remainder of FY 2007,

Security Track
Focused Stabilization, Provincial Reconstruction Team (PRT)/Provincial Reconstruction
Development Councils (PRDC)’ and Infrastructure Security ($962M Supplemental)

We are continuing to transfer control of mare
territory to Iraqi Securiry Forces and are secking ro
exploit fissures in the insurgency, We are adjusting
our military posture to emphasize focused
operations on terrorists, and making a concerred
effort to improve the Iragi police, to fight
cotruption, to disband militias, and to protect the
infrastructure. With an ongoing insurgency,
targeted community-level relief is needed in the
aftermath of milirary operations, and for some
other volatile areas. We also will focus on
upgrading provincial goveraments, including
through joint State-DoD) PRT operations, directly
supporting local civilian authorities important to
coalition military forces. Our request is keyed to
the following crirical economic-security programs:

™ $325M (Supplemental) for focused
stabilization of strategic cities and PRTy/PRDCs
projecis. Embassy Baghdad’s will coordinate
with PRTs, PRDCs and Multi-National Force-
Iraq (MNF-I} the programming of $325
million in the provinces. This part of the
Focused Stabilization of Strategic Cities (FSSC)
program will be coordinated with local officials,

religious and business leaders, and affected

communities to meet local short-term essential

service needs, build the trust of Iragis in their
government, and engage Iragi citizens in the
decision-making process. The FSSC program
will help stabilize communiries following
military operations through restoring critical
infrastructure to foster economic recovery,
growth and community stabilization, In some
communities, these funds will be used
proactively to foster stabiliry.

# $275M will be programmed as PRDC
projects with $50M going to Baghdad, and
approximately $15M each for the remaining
14 provinces and the Kurdish region. Some
of these monies may also be used for
ESSC program.

# $50M will be programmed in local
communiry service infrastructure for the FSSC
program of approximarely ten strategic cities,

& $I65M (Supplemental) for PRTs 1o implement

a Locat Governance Program (LGP), ro assist

Iraq’s provincial government and local leaders in

developing a transparent and sustained

capability to govern, providing increased security



and rule of law, promoting political and
econimical development to meet the needs of
the local population. These programs will also
aid overall anti-corruption efforts.

& $I165M (Supplemental) for Jobs Corps
programs to generate employment and develop
skills, and create informal educational
opportunities for youth in strategic cities,

|
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w S20M (Supplemental) for local business
development in strategic cities to expand small
to medium size enterprises and to create micro-
enterprise organizations.

® $287M (Supplemental) for infrastructure
security for oil, electricity and water and other
key facilities and nodes which have been targeted
as a part of insurgent and criminal activity.

Economic Track
Infrastructure Sustainment and Agriculture and Private Sector Development
($631.5M=$276.5M FY 2007 Budget + $355M Supplemental)

We seel to economically sustain rhe security forces
in their COIN effort through helping Iraq develop
and maintain functioning essential services and the
agriculeure and private secror, thereby transitioning
the economy from a centralized Stalinist model to
a marker-based transparent model.

B $509M ($154M FY 2007 Budget and $355M
Supplemental) for Iefrastructure Sustainment
& $SOM (5200 FY 2007 Budger + $60M

Supplemental) for capacity development
training and technjcal-level management 1o
increase the Iraqis’ abilities to operate and
maintain Iraq’s essential service
infrastructure; and management rools and
skills for USG-funded projects in six secrors
(oil, electricity, health, water,
communications, and transportation).

@ $429M ($1340M FY 2007 Budger + $295M
Supplemental) for operations and
maintenance of USG-funded infrastrucrure
in key sectors.

W $122.5M (Budget) for Agriculture and
Private Sector Development
= $84M (FY 2007 Budget) to promote

agriculture sector development. This
program will use an enterprise-driven
approach to create value chains from the
farm {both crops and livestock) to the

i

@

market, particularly for higher value cash
crops. The intent is to develop small and
medium-scale private agro-food enterprises
to produce, process, package, marker,

and distribute agro-food goods and services.
This program will establish rural financial
services, improving their ability to survive
as enterprises.

$18.5M (FY 2007 Budger) to provide
technical training to banks, complete
automation of the stock exchange, assist the
securities commission and association of
securities dealers; increase the network of
micro-finance institutions and public
education campaigns an business creation;
and increase education of and access o
capital for small and medium enterprises.
$20M (FY 2007 Budget) technical advisory
support for ministries and Iraqi government
instirutions thae regulate commerce, promote
privatization and provide lending. Funding
will also support Irags business civil society
organizations, and non-bank financial
institutions to ensure a broad diversification
of financial services to meet the needs of the
private sector. The business com munity will
also be trained on informarion technology
through resources and equipment provided
10 universities,



Political Track

National Capacity Building/Reforms
($787.39M=$494.69M FY 2007 Budget + $292.7M Supplemental)

To be economically and politically sustainable,
the security forces require the support of a more
effective, transparent and democratic civilian
govetnment. Accordingly, the US will provide
specialized training programs to help new
ministers and their staffs grow the management
and administrative capabilities of their ministries,
We will continue supporting the creation of
democratic institutions, particularly the
formation of effective narional and provincial
governments. In the December elections, Traqis
voted mostly along echnic and sectarian lines.
For Iraq to succeed politically we are funding
programs for inter-communal and cross-sectarian
cooperation and reconciliation, and rule of faw to
help Iraq reach a national compact to unify Irag’s
communities. This includes economic policy
reforms to stimulate private sector growth char
carry significant political costs. To reach these
goals, our critical political programs include:

® $105M for Ministerial Capacity Building (MCB)

& $75M (Supplemental) for emergency minisrerial
capacity building to improve the core functions
of and skill sets in key ministries (e.g., fiscal
and personnel management, strategic planning
and policy development, leadership,
information technology, communication and
technical skills), MCB also supports fiscal
accountability and anti-corruption efforts.

& S30M (Supplemental) to re-equip and
modernize Iraqi institures of public
administration such as the National Center for
Consulrations and Administrative
Development to provide modern training to
Iragi government officials in a range of core
functions cited above, which the US will
eransition to the Government of Irag in 2007,

W $58M ($25M FY 2007 Budger + $33M

Supplemental) of emergency and longer term

SN

funding to help the government adjust more
quickly o pressures from corruption, the
insurgency, and a transition from a cash
economy, which are increasing security and other
expenditures. Accordingly, we will support the
Ministry of Finance and Central Bank to
strengthen the economic system by increasing
fiscal and budgetary discipline and government
transparency, and assisting Iraq to meet the
requirernents of its IMF program, including
increasing capacity for macroeconomic and
monetary policy-making, budget formulation
and execution, and supervision of commercial
banks; and implementation of subsidy reforms,
banking sector reforms and a national inter-bank
payments system. These programs will
substantially aid anti-corraption efforts.

8 $90M (FY 2007 Budget) for policy, subsidy,
legal, regulatory and transparency reforms
vital to re-shaping the economy from a
centralized authoritarian model to a market-
based, transparent system integrated into the
global economy.

B $73.27M ($63.27M FY 2007 Budger + $10M
Supplemental) to promote democracy through
training and support for the development of
political parties and civil society groups that
support the development of democracy, free
trade unions, free enterprise, anti-corruption,
and open media; to establish a National
Institutions Fund to assist with priority projects
that include parliamentary capacity building,
and seed money for associations, minority
groups, and think tanks thar promote
democracy; and continue programs for women,
human sights issues, polling, and peace-
building and reconciliation activities.

B $423.3M Rule of Law

& $362.3M ($254.6M FY 2007 Budger +
$107.7M Supplementai) for Rule of Law



&
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programs, including training provincial
public prosecutors and corrections officers,
human rights in the criminal justice system,
anti-corruption, criminal justice integration,
Rule of Law ourreach, increased prison
capacity, and judges’ protection.

& $6IM (324M FY 2007 Budget + $37M
Supplemental) for the Regime Crimes Liaison
Office (RCLO) to supporr the Iragi High

Tribunal, operation of current and upcoming
trials, and related programs.

m $17.82M (FY 2007 Budget) ro continue non-
proliferation programs, anti-terrorism
assistance, counterterrorism finance programs,
the terrorist interdiction program and
IMET programs.

W $20M (FY 2007 Budget) for migration and

refugee assistance,

$1.707B OPERATING EXPENSES BupGrer

$1.707B ($1.642B in the Supplemental and
$65M in the FY 2007 budget) supports the
Department of State and AID operating expenses

along with a State Department carryover of
$633M. It provides:

B 3997 5M (Supplemental) for logistical,
security and other costs associated with United
States Mission operations in Iraq.

® 3100M (Supplemental) for the provision of
overhead cover in Baghdad and ar four regional
sites, The funding will provide protection
from indirecr fire attacks at mission housing

IN FY 2006 SurPLEMENTAL AND F Y2007 BupGer

and common-use facilities.

B $400M (Supplemental) for Provincial
Reconstruction Team (PRT) personal
security details (PSDs), and security and
site infrastructure.

B $25.3M (Supplemental) $1.3M for Srate
Inspector General and $24M for SIGIR
oversight activities for Iraq programs
and operations.

& $119.6M (Supplemental) for USAID
operating expenses.

B $65M ( FY 2007 Budget) tor core
Embassy funcrions.

Siate Dapt Protos

" Security Track: $152M for PRI/PRDC projeces, local government capacity development, and eraployment generation and local business development in
strategic cities; Eeonomic Track: $5M for agticulture; and Political Track: $1310 for capacity development, rule of law, refugee assistance, demining, and

boarder securisy programs.

* Dolys Supplemental includes: The Commanders Emergency Redief Program (CERP); Tray Security Force logistical and ather sustsinuent support; miliary
and police equipment and infrastructure and training: border enforcement support: quick fesponse funds; instirutional capacity development of the minisrries of

defense and meerion; and programs to transfer derainee eperations.

* PRT are joinr civilian-military interases teamns used 1o wondinare and priotitize 118, policic and economic policy, incduding foreien assistatice and
¥ ¥ ¥ S

programs in the previnees. They integrate civilian and military offors in the

provinces 1o strengthen goveramental capacity and aceeletate the mansition to self.

reliance. PRDCs are composed of local | ragi Government and other fragi feaders, as wall as USG of Cealition representatives 1o provide a process that gives the
people of the provinees the SPpPOCtunity To participate in reconstrucrion and development decision making,
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Military Operations: Precedents for Funding
Contingency Operations in Regular or in
Supplemental Appropriations Bills
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Summary

: Since the terrorist attacks of September 11, 2001, Congress has appropriated $331
~ billion for military operations in Afghanistan, Irag, and elsewhere. Of that amount, $301 |
~ billion, or 91%, has been provided either in supplemental appropriations bills or as
additional “emergency” funding in separate titles of annual defense appropriations acts.

: A recurring issue in Congress has been whether funding for ongoing military
~ operations — such as those in Irag, Afghanistan, and elsewhere — should be provided
'~ insupplemental appropriations bills and in addifional “emergency” accounts, or should
instead be considered as part of regular annual defense budget requests.

: This report briefly reviews the main precedents, including funding for the Korean
~ conflict, the Vietnam conflict, the Persian Guif War of 1990-1991, and various smaller
military contingency operations in the 1990s. It will be updated as events warrant.

Since the terrorist attacks of September 11, 2001, Congress has appropriated,
according to CRS calculations, $331 billion to the Department of Defense (DOD) for
military operations in Afghanistan, raq, and elsewhere.! Congress is now considering an
additional $66 billion for such operations in a pending FY2006 supplemental
appropriations bill (H.R. 4939),

Ofthe $351 billion provided to date, $301 billion, or 91%, has been provided cither
in supplemental appropriations bills or as additional “emergency” funding in separate
titles of annual defense appropriations acts. In all, Congress has approved 9 bilis
providing emergency funding for military operations since 9/11. The remaining $30

' See CRS Report RL33110, The Cost of Irag, Afghanistan, and Other Global War on Tervor
Operations Since 9711, by Amy Belasco, Table 3.
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billion has been provided either as part of regular annual appropriations for the
Department of Defense or by transfer from regular DOD budget accounts.?

A recurring issue in Congress has been whether funding for ongoing operations —
such as those in Irag, Afghanistan, and elsewhere — should continue to be provided in
supplemental appropriations bills and in additional “emergency” accounts, or should
instead be considered as part of regular annual defense budget requests. This would
require that the Administration provide the usual extensive budget justification material
prepared in support of regular defense requests, and it would make funding subject to the
usual oversight that Congress carries out in the normal defense authorization and
appropriations process.’

One element of the debate has been what the precedents are. This report briefly
reviews the main precedents, including funding for the Korean conflict, the Vietnam
conflict, the Persian Gulf War of 1990-1991, and smaller mil itary contingency operations
in the 1990s. In brief, the precedents are as follows:

« Supplementals have been the most frequent means of financing the initial
stages of military operations.*

s In general, however, past Administrations have requested, and Congress
has provided, funding for ongoing military operations in regular
appropriations bills as soon as even a limited and partial projection of
costs could be made.,

e In Vietnam, the Johnson Administration requested  supplemental
appropriations of $700 million for FY 1965 and then submitted a budget
amendment for $1.7 billion for the regular FY1966 defense
appropriations bill. Subsequently, substantial funding was requested and
provided in regular appropriations bills for FY 1967 and FY1968, and
additional funding was also provided in supplemental appropriations.
The amounts the Johnson Administration requested in regular
appropriations bills in those years were sufficient to cover projected costs
of operations for only part of the fiscal year on the premise that additional
costs were uncertain. The FY 1967 request was based on the official

* Ibid., Table Al shows $22.5 billion provided in regular appropriations bills and $8.6 billion
provided through transfers,

* The FY2005 and FY2066 defense appropriations acts both inciuded provisions expressing the
Sense of the Senate that funding for ongoing operations should be requested and provided in
regular defense funding bills. See Section 8138 of the FY 2005 defense appropriations act, P.L.
108-287 and Section 8117 of the FY2006 defense appropriations act, P.L. 109-148. Also, for
several years, defense appropriations acts have included a provision requiring that the President’s
budget request include separate budget justification documents for costs of military contingency
operations — see Section 8100 of the FY2006 defense appropriations act,

* CRS reviewed initial funding for military operations from World War If through Kosovo in
Stepher Daggett, “Budgeting for Wars in the Past,” CRS Congressional Distribution Memo,
March 27, 2003, It is available to congressional offices on request.
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prenmse that the war might be successfully concluded by the end of the
fiscal year. When costs grew, supplementals were requested.

* Inthe early 1990s, funding for ongoing operations in Southwest Asia and
in Bosnia was provided in supplementals rather than in regular
appropriations bills. In the FY 1996 defense appropriation act, however,
Congress directed the Administration to include subsequent funding for
ongoing military contingency operations in its requests for regular
defense appropriations funding. The Clinton Administration complied
with this directive. Although operations in Kosovo were initially funded
with supplemental appropriations, funds for ongoing missions, including
Kosovo after the initial stages, were requested in regular DOD budget
submissions.

Brief summaries of funding for the Korean conflict, the Vietnam conflict, and
operations in the 1990s follow.

Korea

Following the outbreak of the war in Korea, Congress provided supplemental
appropriations of $32.8 billion for the Department of Defense for FY 1951 , which covered
costs of operations in Korea and also of a general world-wide buildup of military forces.
In FYT1952, almost all of the funding for operations in Korea was provided in regular
appropriations, except for $1.4 billion, which was a deficiency appropriation for
operations in Korea provided on June 28, 1952, after the end of the fiscal year.” For
FY1953, Congress provided all funds for operations in Korea in regular defense
appropriations bills,

Table 1 shows the breakdown of total Department of Defense Appropriations for
FY1951-FY1953 between regular and supplemental appropriations.

Table 1. Regular and Supplemental DOD Appropriations
During the Korean Conflict, FY1951-FY1953
{billions of then-year dollars)

1951 13.0 32.8 43.8
1652 552 1.4 56.6
1953 443 0 433

Note: DOD appropriations oaly -— does not include military construction,
Source: Department of Defense Comptroller,

* Deficiency appropriations were corimon in the 1940s and 1950s but have not been since then.
They provided funds for accounts that had overspent apprepriated amounts in prior years.
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The following is a chronology of funding for the Korean conflict from FY1951
through FY 1953 (the totals may not add exactly to the amounts reported in the table above
because of later rescissions, transfers, ete.).

FY1951

e September 22, 1950 (cleared Congress); First supplemental
appropriations for FY1951. Provided $11.7 billion for DOD and $4
billion for military assistance for the Korean conflict.

 January2, 1951 (cleared Congress): Second supplemental appropriations
for FY1951. Provided $16.8 billion for DOD and $1.8 billion for the
strategic stockpile, mostly for Korea costs.

o May28,1951 (cleared Congress): Fourth supplemental appropriations for
FY1951. Provided $6.4 billion for DOD for Korea.

FY1952

e October 12, 1951 (cleared Congress): Regular DOD appropriations for
FY1952. Provided $56.9 billion, including funds for costs of the war.

* June 28, 1952 (cleared Congress): Urgent deficiency appropriations for
FY1952. Provided $1.4 billion for DOD, almost entirely for war costs.

FY1953

e July 5, 1952 (cleared Congress): Regnlar DOD appropriations for
FY1953. Provided $46.6 billion, including funds for costs of the war.

Vietnam

For Vietnam, the Johnson Administration requested, and Congress provided, funding
for the war in regular defense appropriations bills as soon those bills were on the calendar,
even before full and accurate estimates of costs could be projected. Subsequently, the
Johnson and Nixon Administrations also requested, and Congress provided, supplemental
appropriations for operations in Southeast Asia for FY1966, FY1967, FY 1968, and
FY1969, when costs exceeded the initial estimates, From FY 1970 through the end of the
war, funding was provided only in regular appropriations bills,

Table 2 provides a year-by-year estimate of costs, an estimate of the amounts
initially provided for the war in regular appropriations bills {as reported by Congressional
Quarterly), and amounts provided in supplemental appropriations.
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Table 2. Methods of Funding the Vietnam Conflict
(billions of then-year dollars)

FY1963 $0.7 — $6.7] —-

FY1966 $14.9 1.7 $12.3181.7 billion in regular bili requested as budget
amendment,

FY 1967 $17.7 £10.3 $12.2{Regular bill included sufficient funds for the
estimated costs of SEAsia operations on the
assumption that the conflict would end by June
30, 1967, thoueh the amount was not specified.

FY 1968 5193 §20.0 $3.8{ Regular bill included sufficient funds for
estimated costs of SEAsia operations through
December 1968,

FY 1965 $10.8 $25.5 $1.3 [ Amount for SEAsia in regular bill estimated.

FY 1970 $i4.4 $23.2 — | Amount for SEAsia in regular bill estimated.

FY1971 $9.6{ 8§150-320.0 — | Amount for SEAsia in regular bil! estumated.

FY1972 §7.0 All - | Amounts for SEAsia not separately identified.

FY1973 $5.2 All — | Amounts for SEAsia not separately identified,

FY1974 §1.3 All — | Amounts for SEAsia not separately identified.

FY1975 50.3 All — | Amounts for SEAsia not separately identified.

Sources: CRS from Congressional Quarterly, CQ Almanac, annual editions; Department of Defense Annual Reports
to Congress, FY1966-FY 1969, Department of Defense Comptroller (for annual cost data).
appropriaticns from U.S. Bureau of the Budget, The Budget of the United States Government for the Fiscal Year Ending

June 30, 1967, January 24, 1966,

Note: The amounts shown as being provided in regular appropriations bills are estimates made at the time by the
Congressional Quarterly based on information from the Department of Defense and congressional cominitiees. Those

estimated amounts do not correlate directly with costs of the war that were compiled later by the DOD Comptroller.

The following is a chronology of funding for operations in Southeast Asia.

o InMayof 1965, the Administration first asked for, and Congress provided,

FY 1967 regular

a $700 million supplemental.

In the summer of 1965, the Administration requested, and Congress
agreed to, a budget amendment of $1.7 billien for Vietnam in the then-
pending regular FY 1966 defense appropriations bill.

In January of 1966, as troop levels in Southeast Asia were climbing, the
Administration requested a supplemental of $12.3 billion for the
remainder of FY 1966 and regular appropriations for operations in
Southeast Asia of $10.3 billion for FY1967. Both were requesied when
the FY 1967 budget was submitted.  The premise of the FY 1967 request
was that operations might be successfully concluded by the end of the
fiscal year, although it was widely expected that an increase in the number
of troops deploved to Vietnam would be needed.

i.ater, the Johnson and Nixon Administrations requested funding for
operations in Southeast Asia in the regular appropriations bills for FY 1968
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and FY'1969 and later requested additional supplemental appropriations
for specific unfunded costs.

¢ Subsequently, funding for operations in Southeast Asia was provided only
in regular, not in supplemental, appropriations bills.

In sum, in the case of Vietnam, the Johnson Administration asked for emergency
supplementals at the onset of the war, but also requested funds in regular appropriations
bills as soon as those bills were on the congressional agenda, even though troop levels were
in flux and the duration of the conflict was not foreseen.

Later Overseas Contingency Operations

Persian Gulf War of 1990-1991: The bulk of funding for the first Persian Gulf War
was provided in supplemental appropriations of $42 billion for FY1991. Costs declined
rapidly after combat operations were over, so additional funds were not needed, either in
supplemental or in regular appropriations bills.

Somalia, Southwest Asia, Haiti, Bosnia, Kesovo: In the early 1990s, operations in
Somalia, Southwest Asia (including Operations Provide Comfort, Southern Watch, and
Northern Watch), Haiti, and Bosnia were funded annually in successive supplemental
appropriations acts.

In action on the FY 1996 defense appropriations bill, however, Congress decided to
include funding for ongoing operations in Southwest Asia in regular appropriations bills
rather than in supplementals, and it directed the Administration to request funding for
ongoing military operations in regular bills in the future ®

Subsequently, in the FY1997 defense budget and in later requests, the Clinton
Administration included funding for ongoing operations, including operations in Southwest
Asia and in Bosnia, in the regular defense budget. In action on the FY 1997 defense
appropriations bill, Congress established a transfer fund, called the Overseas Contingency
Operations Transfer Fund (OCOTF), appropriated funds for operations in Bosnia into the
OCOTF, and required reports on transfers from the fund.

Later, funding for operations in Kosovo was initially provided in supplemental
appropriations bills, but, as soon as an ongoing peacekeeping operation was underway,
Administrations requested and Congress provided funding in regular defense
appropriations bills.

® For a detailed discussion of the congressional mandate that funding for ongoing operations be
provided in regular appropriations bills, and the Clinton Administration’s response, see Stephen
Daggett, “Funding for Military Contingency Operations in the Regular Defense Appropriations
Bills in the 1990s,” CRS Congressional Distribution Memo, April 6, 2005, Available to
congressional offices on request.



